overview
6
10
11
12
14
16
18

Who We Are
Chairman Statement
Ceo Statement
Investment Thesis
Our History
Our Strategy
HMS Business Model

––> overview

markets

performance

governance

appendices

23.7%
11.7%
9.8%
6.8%
2.6%
2.2%
2.0%
41.2%

who we are
HMS Group is one of the largest privately-owned
machine-building companies in Russia and the CIS.
The company specializes in production of industrial
machinery based around pumps, compressors as well
as oil & gas equipment, including state-of-the-art and
highly sophisticated solutions. HMS Group is the only
machine-building company from Russia listed on the
London Stock Exchange.

12
The company produces both
serial and/or standard models
(recurring business) and
customized configurations
(large integrated projects).
The execution of large projects
includes implementation of
the crucial project’s work as
well as large-scale projects’
turnkey execution, from project
and design to commissioning
and launching. Revenue from
recurring business contributes
c. 75-80% on average.

manufacturing facilities
in Russia, CIS countries
and Germany

6

Research & Development
centres, including one of
the largest pump-testing
facilities in Europe

Oil and gas extraction
Gas transportation
Water supply
Other industries
Power generation
Petrochemicals
Oil transportation

Revenue structure
by industries ––> %
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well-diversified client
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~14,000
employees
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Slavneft
Surgutneftegaz
KMPO
Others

HMS is a dynamic engineering company with successful
practice in the design, installation, construction and
commissioning of complex oil and gas production and
water facilities. It is a vertically integrated holding company
with a modern corporate management system wherein the
functions of the manufacturing companies’ shareholders and
that of its business administration are traditionally separated.
The parent holding company is HMS HYDRAULIC
MACHINES & SYSTEMS GROUP PLC (the Republic of
Cyprus). It issued securities in the form of Global Depositary
Receipts at the London Stock Exchange in February 2011.

27% 25% 26% 36% 30%

Revenue from
recurring business
Revenue from large
integrated projects

Construction
Headoffice & trade
company

Rosneft

The Group consists of 12 manufacturing facilities in Russia,
CIS countries and Germany, plus 6 Research & Development
centres, including one of the largest pump-testing facilities
in Europe, and employs 14 thousand people.

Oil & gas equipment
and projects
Compressors
17

Novatek

73% 75% 74% 64% 70%
2015

2016

2017

2018

2019

Revenue structure
by contract’s type ––> %
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Industrial pumps

A well-diversified
client base includes
“blue-chip” clients,
i.e. the largest oil & gas
companies in Russia
and the CIS. Our clients
operate through
numerous contracts
in different subsidiaries,
which take independent
purchasing decisions.
A significant portion
of HMS’ revenue is
generated by the oil
& gas industry, from
downstream to upstream.

Gazprom neft

Revenue structure
by client ––> %

The company was established as a small
trading company in 1993. Today, HMS
is the company with a sustainable place
in the market and loyal high-profile
customers, such as Gazprom, Rosneft,
NOVATEK, Transneft, Gazprom Neft,
Rosatom, LUKoil, BP, ENI, and others.

40%
16%
12%
12%
9%
8%
4%

Gazprom
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HMS Group, Russian and CIS pump market leader offers
convenient products solutions and services for clients from oil
& gas, energy, water supply and utilities, chemical processing,
industrial applications, etc.
Our manufacturing, R&D, EPC and servicing capacities allow
developing and delivering customer-oriented reliable and
affordable products and services.

industrial pumps
This is the oldest business segment,
responsible for the project and
design, engineering, manufacturing
and supply of a diverse range of
pumps and pump-based integrated
solutions to customers in the oil
and gas, power generation and
water utilities sectors in Russia,
the CIS countries and across the
globe. It also provides aftermarket
maintenance, repair services and
other support for its products.

сore products and services
‒
‒
‒
‒
‒
‒

Oil refineries
Nuclear and Thermal power
Water utilities
Water injection
Trunk pipelines
General industrial pumps

oil & gas
equipment
and projects
The oil & gas equipment business
segment manufactures, installs and
commissions modular pumping
stations, automated metering
equipment, and oil, gas and water
processing and preparation units, as
well as other equipment and systems,
that are primarily used for the
extraction and transportation of oil.

сore products and services

‒

54%

‒

38%
contribution in
consolidated revenue

contribution in EBITDA

сore products and services

‒

Oil pumping stations and pump
stations for water injection
Oil & gas and water processing
units
High-precision and automated
metering units
Tanks, reservoirs and vessels
Oil development equipment

3%
EBITDA margin

contribution in EBITDA

‒
‒
‒
‒

Oil & gas production
Oil & gas transportation
Gas processing
Oil refineries
Oil & gas chemistry
Refrigeration applications
for various industries

9%
25%
contribution in
consolidated revenue

9%

‒

35%
contribution in
consolidated revenue

The fourth operating segment
consists of only one facility,
Tomskgazstroy. It focuses on the
main and infield pipelines and oil
and gas-condensate fields, facilities
construction and overhaul.

сore products and services
‒

Construction, reconstruction and
overhaul of the linear objects, e.g.
namely oil pipelines, gas pipelines,
product pipelines, water pipelines,
condensate pipelines and power
transmission lines

3%
-1%

contribution in
consolidated revenue

contribution in EBITDA

-2%
EBITDA margin

EBITDA margin

32%
contribution in EBITDA
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EBITDA margin

The division is responsible for project
and design, engineering, manufacture,
and supply of a diverse range of
compressors and compressor-based
solutions to customers in the oil and
gas, metals and mining and other core
industries in Russia.

‒
‒
‒

13%

compressors

construction
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chairman
statement
HMS Group is one of the leading producers of pumps,
compressors and oil & gas equipment in Russia and the CIS,
and we intend to maintain our market share in the future.
In 2019, HMS Group became one of the suppliers of gas
transportation units for GAZPROM. Also, we started to
actively engage in LNG projects of PAO NOVATEK as one
of the suppliers of compressor-based equipment. We
commercialized a new product line of double-entry pumps
for water industry, and today we are involved in development
of a new product line of water overhang pumps. The
company continues to build a sizeable portfolio of orders for
nuclear pumps.
In 2019, we continued to build long-term relations with our
core customers. So, for example, in autumn 2019 we signed
a Memorandum on Strategic Partnership with PAO NOVATEK
which will allow us to organize a more effective collaborative
work in the field of development of new products for natural
gas treatment and liquefaction. In the context of cooperation,
HMS Group intends to develop not only compressors but
pump-based equipment, like submersible cryogenic pumps
for LNG loading, and other diverse oil and gas equipment.

In 2019, HMS developed the technology of production of
pump body castings, where ceramic running system with
siphon CFF-filtering of liquid melt input was used. This
technology will be used in production of AS-1D200-90-A
pumps for nuclear power plants, which will have the safety
class 2. The produced two units successfully passed all
non-destructive control tests.

The 2019 year was challenging for the company, facing
the influence of several factors which affected its financial
results. One of them was weak results of the oil & gas
equipment business segment that were the main reason
of HMS’ revenue and EBITDA downswing. We believe
that implemented business optimization and cost
reduction demonstrated their effectiveness, given
that the oil & gas equipment business segment
had shifted from the losses towards a good
level of profitability.
We consider HMS’ entry into the domestic
market of LNG equipment to be one of the
company’s breakthroughs.

The Memorandum on Strategic Partnership, signed with
PAO NOVATEK in 2019, set the general principles of mutual
cooperation in the area of development of domestic
technological basis for LNG projects of PAO NOVATEK that
will allow to equip LNG plants under construction with hightech equipment made in Russia.
The fruitful cooperation of HMS Group and PAO NOVATEK
in the field of LNG equipment production resulted in signing
a contract to manufacture 6 main compression units for a
natural gas liquefaction for the Obsky LNG in March 2020.
The contract requires the supply of three types of gas
compression units, developed by HMS’ specialists, and
equipped with high-capacity gas turbine drives.
HMS Group continues its work on winning profitable large
contract. As of today, orders backlog grew 5 percent yearon-year. Based upon current pipeline of large contracts and
a stable inflow of recurring business, we feel optimistic about
the future, despite the challenging situation in the world.

Your faithfully,
Artem MOLCHANOV

In the short term, we observe a number of interesting
projects to participate in. We will continue playing an active
role in implementation of ambitious projects in the oil &
gas industry, in projects to develop nuclear and thermal
power sectors, and in the national projects of the Russian
Federation, primarily, with environmental focus.

HMS GROUP –––> annual report 2019

In 2019, HMS Group started active developing of a new
activity area – Process Engineering in Oil and Gas Processing.
We have built a team of highly-skilled professionals in the
field of technological engineering. The company opened a
Moscow branch of GTNG, which became the competence
center of the institute in the area of oil and gas treatment,
and petrochemicals. Consequently, today we can supply
not only separate equipment, but complete technological
package for oil & gas extraction facilities, petroleum
refineries and gas chemical facilities as well. Our unique
sci-tech competences allow us to develop and localize the
production of the majority of equipment types independently
within a short time if requested by our customers, from
preparation of design and detailed documentation to
construction supervision, installation supervision and
commissioning works.

As a part of the import substitution program,
HMS Group produced and delivered
compressor units for the Yamal LNG project
(PAO NOVATEK). These units were developed
by Kazankompressormash in sci-manufacturing
tandem with NIITurbokompressor involving the use
of the domestic technology of natural gas liquefaction
named Arctic Cascade and patented by NOVATEK. The
scientific novelty of the technology is the use of the
ambient temperature in the Arctic climate for natural gas
liquefaction process. The experimental industrial line will
be implemented at the Yamal LNG project, and its capacity
will be 0.9 mln t of LNG per annum. PAO NOVATEK plans to
create the whole industry – construction of LNG production
lines, and, thanks to successful execution of the project,
HMS Group is one of the main developers and producers of
innovation-based equipment.

CEO
statement

Your faithfully,
Nikolay YAMBURENKO
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‒

6.

Business platform and core
expertise are established and
provide a strong base
for future growth

Optimisation
of the business
portfolio
‒

Entering new
markets

Mature Business
Platform
‒

appendices

‒

HMS Group’s business is based on
a mature and established business
platform with a focus on products
where the Company has unmatched
R&D expertise and production
capabilities
The company has stable recurring
business with confirmed order
backlog for the next year
EU presence: HMS Group has access
and is conducting business with EU
engineering companies (Siemens,
Alstom, etc.) through its EU-based
subsidiary Apollo Goessnitz
Business is to be further developed
organically, i.e. currently there are no
plans for M&A
Further development will be carried
out with low CAPEX at ca. 1.5x the
D&A level

‒

‒

‒

‒

‒

Further development of business
with Gazprom & other major
names in the oil & gas industry
by executing large customized
projects in all HMS Group’s key
segments
Customers in new markets are
already a part of the client base and
offer strong future opportunities
Return to the market of oil
transportation on the back of
localization of trunk line pumps in
Russia
Oil & gas refining and
petrochemicals represent another
growth area with expanded strong
references, incl. major international
engineering companies

‒

3.
‒
‒

‒

‒

HMS is a major player in pumps, oil and gas
equipment and compressors, with significant
market shares and established relations with
clients (including follow-on services)
The company has the largest installed equipment
base in Russia

5.
‒

‒
‒

Management focuses on
maintaining a moderate
debt position

The current Net debt-to-EBITDA ratio is
conservative
Debt is naturally hedged as HMS follows a
strategy of a match in revenues, costs and debt
currency structures – ca. 98% of debt is Russian
ruble denominated
Short-term debt remains at low levels and is
actively managed

‒
‒

1.
‒

‒

‒

Delivery of Mission-critical
equipment

HMS’ equipment is crucial to clients. It is installed
at the final stage of construction projects and is
difficult to replace
The project cost is affordable within clients’
project budgets: equipment accounts for less
than 2-3% of the total project CAPEX. As a result,
clients do not postpone their purchases

Well-diversified quality client base

Over 6,000 small and medium clients generate
on average 70-80% of revenue
The blue-chip client base covers nearly all
Russia’s oil and gas major players
Our largest clients operate through numerous
contracts in different subsidiaries, taking
independent purchasing decisions and offering
numerous points of entry
HMS GROUP –––> annual report 2019

‒

Low capex needs and flexible
dividend policy

HMS Group is a fully invested business with
modest maintenance capital expenditure needs
at c. 1.5x the D&A level
All major acquisitions have already been
completed
There are no strict dividend commitments, which
allows us to minimize payments in a harsh market
environment, as was the case in 2014

4.
‒

2.
Factors of Business
Sustainability:

HMS entered the oil & gas
infrastructure construction segment
in 2007 with a view to offering
integrated solutions
Following the financial crises, this
segment saw a sharp decrease in
profitability
HMS Group decided to exit the
segment and currently
has significantly reduced
its exposure to construction
HMS continues to develop
Engineering and Procurement (“EP”)
business, based on HMS products
and engineering competences

‒

Market share and installed base

Leader in both large projects and
standard production segments

HMS is the established top player in large-scale
projects (with a “blue-chip” client base)
The company enjoys sustainable, recurring
business from standard pumps and compressors
with over six thousand clients

/ 13
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26 years: from a start-up
to the industry leader

2009

1993

2013

1998
foundation
Three founders (German Tsoy, Artem
Molchanov, and Kirill Molchanov)
established the trading company
Hydromashservice and brought
together a core team of three founders
and five sales managers
Hydromashservice actively increased
sales in Russia and the CIS and built
relations with key clients (primarily with
companies in water utilities and metals
& mining sectors)

1999
2003
ambitions for
market leadership

The company gained experience
in large commercial projects and
humanitarian programs outside of
Russia (such as the UN Oil-for-Food
Programme)
The largest Russian pump
manufacturer, Livgidromash, joined
Hydromashservice in 2003

2008
from sales
to production
The company acquired its key
production facilities: Neftemash
(Tyumen), Nasosenergomash (Sumy),
and Livnynasos (Orel region, Central
Russia)
The investment industrial group
Hydraulic Machines & Systems was
established as an industrial holding
(since 2008 - HMS Group plc.)
HMS Group continued to develop longterm relations with its key customers
The company successfully
implemented its first large projects in
specialist pumps for nuclear power
plants in India (Kudankulam) and China
(Tianwan)
The shareholders established HMS
Group Management Company LLC.
The extended management team was
formed to achieve new ambitious goals

The Board of Directors approved the
strategy for accelerated growth for
2009-2015 with a focus on M&A and
complex solutions
HMS Group acquired
Giprotyumenneftegaz, the leading
project and design institute for
oil and gas fields, as well as new
production assets: Sibneftemash,
Dimitrovgradhimmash, Bobruisk
Machinery Plant, and Apollo Goessnitz,
and entered the market of equipment
for oil refining and petrochemistry
HMS Group ran a successful IPO on the
London Stock Exchange in 2011
The company gained access to the
compressor market via acquisition of
the alliance: Kazankompressormash
– NIIturbokompressor, the largest
manufacturer of compressor
equipment in Russia and the CIS
HMS Group became the provider of key
technological units for large projects
in oil extraction and transport: Vankor
oilfield, the system of export pipelines
BPS-2, ESPO-1, ESPO-2, ZapolaryePurpe, Purpe-Samotlor and many others
The Group introduced a new line of
pumps for oil trunk pipelines (NM,
NPV, and NOU series) and mastered
production of large-scale technological
modules, as well as tanks, vessels and
heat exchangers

2019
engineering
and gas
technologies
HMS Group increased its expertise
in design and manufacturing
of equipment for natural and
associated gas extraction
and treatment on the base
of Giprotyumenneftegaz and
Neftemash
The company
(Kazankompressormash) started
sales of complete gas compression
systems for booster compressor
stations and gas trunkline
compressor stations of Gazprom
Livgidromash plant expanded its
engineering and manufacturing
capabilities. The new mechanical
treatment shop and the new unique
testing unit were built
The Group implemented a largescale investment programme
covering all production units,
renewed and expanded the
product portfolio, and developed
new product lines for pumps,
compressors, measuring and other
equipment for oil & gas
HMS Group supplied technological
units for large scale gas projects,
including:
‒

‒

Technological equipment for
ROSPAN INTERNATIONAL (EastUrengoyskoye field, Rosneft);
Equipment for the extraction,
transportation and processing
of liquid hydrocarbons (NadymPur-Taz region, Gazprom);

‒

‒

Helium
concentrate
membrane
separation unit
(Chayandinskoye field,
Gazprom);
Equipment for LNG plants
based on the “Arctic cascade”
technology (PAO NOVATEK),
followed by the Memorandum on
Strategic Partnership, signed with
PAO NOVATEK in 2019, as a part of
the import-substitution program.

HMS GROUP –––> annual report 2019

Hydromashservice demonstrated
boosting growth of the client base,
expanded relations with the largest
oil & gas and energy companies and
gained leading positions in the pumps
market in Russia and the CIS

2004

diversification
and complex
solutions

2014

In 2019, total revenue, generated
by the gas sector, reached almost a
third of HMS’ consolidated revenue,
improving diversification.
The top management developed
the new strategy for sustainable
growth with a focus on operational
efficiency and leadership in the
market of technological units for
large-scale investment projects
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corporate
responsibility

our strategy

HMS Group follows ethical principles
with regard to all its stakeholders.
We strictly comply with health and
safety international standards in order
to lower the environmental impact of
our operations.

vision
HMS Group is a leading Russian machine-building company
– a specialist in industrial pumps, compressors, and modular
technological units, as well as a provider of integrated
solutions for several industries, including oil & gas,
petrochemistry, energy, metals & mining and water utilities.
We consider our customer benefits to be our highest priority:
building long-term relations has always been a key focus for
HMS Group. All our business processes, from R&D to quality
control and from manufacturing to sales and aftersales
service are geared to provide our clients with high-end
products and the most efficient solutions.

strategic goals
and priorities
Organic growth

On the one hand, we expand sales to
our existing clients by developing new
products and offering sophisticated
solutions. The Group continues to
invest in development of its production
sites to keep quality at the highest level.
On the other hand, HMS Group
continues to increase its client base
in all markets in Russia and the CIS,
as well as in the Middle East, Asia and
Europe.

We also look into options to enter new
market segments, if we find them to be
promising.
HMS Group concentrates on
profitability growth in order to invest
in further development and create
additional value for shareholders.
We implement systematic measures
to increase the efficiency of our
businesses, from the individual level
of standalone plants to the level of the
entire Group.
Our technical expertise and proven
experience in delivery of technological
units ensure our participation in highmargin large projects, and we intend to
maintain a substantial share of these in
our contract portfolio. We also plan to
continue taking part in multiple largescale projects across all industries in
order to strengthen partnerships with
industry leaders.
The company will also develop its
standard and engineered product
lines; the majority of our products are
already among the best in their class
and we will further expand our product
portfolio in order to maintain the
profitability of our recurring business.
We recognise different forms of
strategic partnership (joint ventures,
consortia, license agreements) with
machinery and engineering companies,
both Russian and international. Thus,
we will be able to offer new, more
sophisticated products and solutions to
our customers.

sustainable development
Reliable and up-to-date business
processes are crucial for the company’s
sustainable growth.
In the face of a rapidly changing
environment, we work on maintaining
an effective organisation, management
and corporate culture. The company
is strengthening its competences in
marketing, engineering and R&D.
We have a team of highly devoted
professionals in all business functions
and are dedicated to the development
of our personnel: HMS Group has a
multi-level system of training for its
employees. We are focused on the
culture of innovations and change by
developing incentives to ensure that
each employee contributes to the
company’s success.

After 26 years in business, HMS
Group is a full-cycle machinebuilding company that has achieved
a leading position among Russian
players. The company follows best
practices and international standards
in R&D, manufacturing and quality
management in order to meet
the growing requirements of the
market. We actively participate in
the government-initiated process of
import substitution, which allows us
to broaden our product portfolio and
attract a large number of clients.
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Despite the uncertain economic
situation, our business has continued
to expand. Our objective is to maintain
our leadership position across all our
business segments: industrial pumps,
industrial compressors, oil & gas
equipment and engineering.

We carry out charity activities and
offer support to charitable foundations
for children and the disabled. In 2019,
we continued to provide support to a
number of charity funds, schools, and
civic and sport organisations in the
regions of our business activities.

Facing new challenges, we continue
to implement the latest and most
efficient IT systems, from specialised
software for R&D to ERP and IT security
solutions.
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HMS business
model
HMS Group’s business model reflects the whole value
chain: marketing & sales, research & development,
procurement and manufacturing, as well as after-sales
service across all of its business units. We may also use
outsourcing from specialized suppliers

HMS Group’s business consists of two main aspects: running
recurring operations (sales and production of standard and
customized pumps, compressors and oil & gas equipment)
and delivery of technological units for large-scale investment
projects of our clients.

Procurement
& manufacturing

HMS’ main customers are large and medium-sized industrial
companies. We also approach small businesses through our
certified dealers, as well as independent trading companies.
Our expertise in engineering is a basis for expanding
relations with oil & gas and energy companies, clients in
metals and mining industry and water utilities.
HMS Group’s business model reflects the whole value chain:
marketing & sales, research & development, procurement
and manufacturing, as well as after-sales service across
all of its business units. We may also use outsourcing from
specialized suppliers.

Our core competence is research & development in a broad
range of disciplines of rotating equipment. We develop new
products and offer state-of-the-art solutions to maintain
our leading positions on the Russian and CIS markets.
HMS’ expertise in engineering helps us to design efficient
solutions that meet the highest customer requirements.
The Group’s production facilities consist of 12 plants in
Russia, Ukraine, Belarus and Germany. We benefit from
cooperation between our plants, which complement each
other to shorten the lead-time and optimize costs.
We continued to implement our large-scale capital
expenditures program (Rub 1.6 billion in 2019) to develop
our manufacturing capacities and retain the highest
level of product quality. The biggest investments include
the construction of a new shop for large steel casting at
Kazankompressormash and the expansion of machinery
shops for new lines of water pumps (DeLium, Kordis series)
at HMS Livgidromash.

Our marketing function strengthens and promotes the HMS
brand in both conventional and prospective markets. As part
of our marketing strategy, we regularly present new products
and solutions to our customers at leading trade exhibitions in
Russia and abroad.
HMS GROUP –––> annual report 2019

Research
& development

Marketing
& sales

After-sales service
across all of its business units

In 2019, HMS’ overall sales volumes equaled Rub 51.4 billion
(-2% yoy). Our direct client list comprised over 6,000 names
in Russia and abroad. Industrial pumps division accounted
for the largest part of the revenue – Rub 19.4 billion
(+11% yoy).
Outside of Russia, HMS’ sales offices are currently located
in Germany, the UAE, as well as in Belarus and Kazakhstan.
We are also growing our presence in new markets and
developing relations with oil & gas, energy and international
EPC companies in Russia and abroad.
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